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Financial Highlights 


millions 1984 1983 
Net income $ 105 a SA 
Dividends paid 79 69 
Shareholders’ equity 1,395 1,260 
Total assets 3,641 3,285 
Per common share 
Net income $ 2.67 $ 2.60 
Dividends paid 1.60 1.60 
Shareholders’ equity 35.10 34.92 
Common share statistics 
Market prices 
High $ 421/4 $ 401 
Low 283/4 18%: 
Year end 30 385s 
Average shares 
outstanding — millions 27.0 26.5 
Registered shareholders 24,971 25,879 
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Brascan’s Business Principles 


|_| Ownership Levels 


LJ 


Brascan limits its shareholdings in its principal operating com- 
panies to approximately 50% in spite of traditional investment 
logic that all common shares of quality companies should be 
acquired. This self-imposed limit reflects Brascan’s commit- 
ment to operate through widely held public companies. 


Public Participation 


Brascan believes that important financial and management 
benefits are derived from operating through separately man- 
aged, widely held public companies in which: 


¢ all investors are provided with an opportunity to participate 
as shareholders; 


e each company has the benefit of independent board 
members and autonomous management; 


¢ conflicts of interest can be responsibly dealt with through 
independent directors acting on board committees, includ- 
ing amajority on the key committees: 

¢ managements are subject to shareholder pressures to 
become industry leaders and low-cost producers in order 
to compete successfully and thereby create new employ- 
ment opportunities: 


¢ managements can derive the major portion of their 
rewards in amanner consistent with the best interests of all 
shareholders, by acquiring important equity interests in 
their companies rather than being compensated for spe- 
cial performance through traditional cash remuneration 
programs. 


Cumulative Voting 

Brascan believes in the principle of cumulative voting for the 
election of directors to ensure proportionate shareholder rep- 
resentation and, in the absence of cumulative voting, sup- 
ports the appointment of independent nominees 
representing minority shareholders. 


Shareholder Representation 

Brascan believes the board should be comprised of directors 
representing substantial shareholders, independent direc- 
tors representing the widely held minority shareholdings, and 
senior officers representing management. This combination 
ensures a healthy exchange in board discussions, which 
leads to objective, well-balanced discussions and decision 
making. 


Management Accountability 

Brascan believes the presence of one or more substantial 
shareholders makes senior managements more account- 
able to all the shareholders as owners, and is always benefi- 
cial because their fundamental interests are the same, thats, 
to nurture the ongoing good reputation of the corporation so 
that it achieves continued growth and profitability. 


| | Board Consensus 


Brascan believes that participation in its principal operating 
companies should be confined to the board level where it 
endeavours to seek concensus on all major matters. Brascan 
expects management to be self-sufficient with the requisite 
level of expertise and confidence to operate the business. 


Directors’ Role 


Brascan believes its principal operating companies should 
attract and retain directors willing and able to make an effec- 
tive contribution including especially: 


¢ participating in all major strategic initiatives to ensure the 
company's direction and performance is in accord with 
shareholder objectives; 


¢ contributing to succession planning, including selection of 
the most senior corporate officers; 


e assessing management's performance against realistic 
business plans and industry standards, and fairly reward- 
ing special performance; 


¢ requiring that the board and shareholders be provided with 
quality information on a timely basis; 


¢ safeguarding the shareholders’ equity interests, including 
the issue of treasury shares, the declaration of dividends 
and the optimum utilization of common equity. 


Shareholder Returns 

Brascan’s operating emphasis |s on total return comprising 
increases in underlying asset values as well as reported earn- 
ings. Brascan also believes in a strong dividend policy for the 
benefit of all shareholders and to enhance access to public 
capital markets at all times. 


Shareholder Equity 

Brascan values its common equity highly and attempts to 
achieve its financial objectives with minimum dilution in the 
value of its common equity. Furthermore, should it be appro- 
priate to issue common equity at less than satisfactory values, 
Brascan is committed to giving all shareholders an opportu- 
nity to subscribe for shares on a rights offering basis. 


Corporate Responsibility 


Brascan believes its corporate responsibility encompasses 
not only its financial objectives but also a contribution to the 
quality of life in the communities in which it operates directly 
and through tts principal operating companies. Thus, 
Brascan plays an active role in the communities where it 
carries on business through its corporate giving and the 
dedication of the personal time and resources of its people to 
worthwhile community projects at both the local and national 
levels. 


President's Report 


Brascan’s net income for the year increased to $105 million 
compared to $97 million in 1983. After providing for prefer- 
red share dividends, net income per share was $2.67 com- 
pared to $2.60 in 1983. 


During the year considerable progress was made in 
achieving the company’s long range objective of building a 
stable earnings base in the consumer products and financial 
services sectors. The combined earnings contribution from 
these sectors increased by 28% to $106 million which fol- 
lowed an increase of 43% in 1983. 


Despite significant improvements in the economy, the nat- 
ural resources sector was again disappointing and contin- 
ued at alow point in its cycle. As aresult, 1984 earnings were 
negatively impacted by $34 million, compared to a loss of 
$28 million in 1983. 


With the progress made in the consumer products and 
financial services sectors, the overall strength of the company 
continued to improve. Nevertheless, Brascan's earnings will 
reflect the company's true potential only when the natural 
resources cycle turns. In the interim Brascan will continue to 
emphasize and increase the stable base of earnings from the 
consumer products and financial services sectors to offset 
the cyclical earnings from the natural resources sector. 


Natural Resources 


Brascade reported a loss of $23 million in 1984 compared to 
a loss of $12 million in 1983. In anticipation of the expected 
turn-around in the natural resources cycle, Brascade pur- 
chased an additional 8.2 million common shares of Noranda 
thereby increasing its interest to 46%. These shares were 
financed largely by the issue of Brascade preferred shares. 


The decline in most commodity prices in the second half of 
the year more than eliminated earnings gains made by 
Noranda in the first and second quarters. As a result, 
Noranda recorded a small loss in 1984 compared with a $25 
million loss in 1983. Productivity improvements continue to 
be made in all major areas and the Hemlo Golden Giant mine 
proceeded on schedule with the first gold bullion to be 
poured in the second quarter of 1985. 


Westmin’s earnings were adversely affected by a strike at 
its Vancouver Island mines, resulting in earnings of $34 mil- 
lionin 1984 compared to $40 million in 1983. During the year, 
Westmin agreed to acquire a portion of the Canadian pro- 
ducing assets of Sundance Oil Co. for $130 million thereby 
substantially increasing its oil and gas production capacity. 


Consumer Products 

Labatt, Brascan’s major operating company in the Canadian 
consumer products sector, reported earnings of $72 million 
compared with $79 million in 1983. Earnings would have 
been a record for the sixth consecutive year but were 
impacted by a $20 million writedown of compact beer bottles 
which were replaced by Labatt's innovative twist top bottles. 
Omstead Foods Limited was acquired during the year to 
further expand Labatt's product lines. In addition agreement 
was reached to acquire the food ingredient division of Henkel 
Corporation. 


Scott's earnings increased to US$187 million, a 51% gain 
over 1983 which in turn was a 66% increase over 1982. The 
strong earnings improvement in 1984 reflects the buoyant 
market for coated papers and continued progress in imple- 
menting the company’s five year cost efficiency program. 


Financial Services 


Brascan’s major emphasis in 1984 was on the development 
of its financial services activities through Trilon. Trilon’s earn- 
ings increased to $75 million from $38 million in 1983 reflect- 
ing the increased contribution from its operating subsidiaries 
and corporate financing activities. Trilon's equity base was 
increased by $150 million with the public issue of long term 
preferred shares. The company also made _ substantial 
progress in co-ordinating the activities of its operating 
subsidiaries. 


Royal Trust's earnings increased to $85 million, a 31% 
increase over 1983 which in turn was a 48% increase over 
1982. During the year Royal Trust reorganized its real estate 
brokerage and advisory operations through a combination 
with A.E. LePage to form Royal LePage Limited, Canada’s 


largest real estate brokerage company. Royal Trust also 
increased its equity and borrowing base by issuing $150 
million of long term preferred shares, $150 million of innova- 
tive money market preferred shares and $150 million of 99 
year debentures. 


London Life reported record shareholder earnings, pre- 
mium income and insurance in force for the seventh consec- 
utive year. Shareholder earnings increased to $35 million 
from $30 million in 1983. The higher premium income and 
insurance in force reflects the successful introduction of a 
number of new products. Emphasis also continued on con- 
trolling administrative costs and increasing productivity. 


Trilon completed the acquisition of Fireman's Fund Insur- 
ance Company of Canada, an important property and casu- 
alty insurer The company, recently renamed Wellington 
Insurance Company, provides further product diversification 
and a major opportunity to expand the Trilon group's Cus- 
tomer base. 


Other Operations 

Great Lakes Group's earnings increased to $34 million, a 
48% increase over 1983 which in turn was a 92% increase 
over 1982. During the year Great Lakes completed a major 
corporate restructuring which increased its equity base to 
$400 million thereby enabling it to substantially expand its 
selected financial and investment activities. 


Brascan Brazil reported earnings of $21 million, an 
increase of 100% over 1983. These results reflect Brascan 
Brazil's balanced business activities which include natural 
resources, real estate and financial services. 


Directors 

J. Peter Grace and James F. Grandy have agreed to serve 
as honorary directors, following their retirement from the 
board at the forthcoming annual meeting. As long standing 
directors, their many years of advice and counsel are deeply 
appreciated. We are pleased that Jill K. Conway, President of 
Smith College in Massachusetts, and Edwin A. Goodman, a 
senior Canadian businessman, have agreed to stand for 
election to the board. 


Progress and Outlook 

In addition to strengthening Brascan’s financial base through 
the issue of $100 million of long term preferred shares, pro- 
gress was made in building the stable base of earnings from 
the consumer products and financial services sectors. 


The stable portion of the earnings base in combination with 
the company’s unique financial structure enables Brascan to 
avoid issuing its common shares at current price levels. 
Should the natural resources sector fail to recover during this 
economic cycle, making it appropriate to consider a com- 
mon equity issue at less than satisfactory values, Brascan is 
committed to providing all shareholders with an opportunity 
to subscribe for shares through a rights offering. 


Brascan's directors, officers and staff are dedicated to 
increasing earnings and dividends and improving underly- 
ing asset values for the benefit of all shareholders. While 
unfavourable metal and other commodity prices continue to 
adversely affect Brascan's reported results, we are confident 
that progress will continue to be made in 1985 toward 
achieving our long range goals. 


On behalf of the Board, 


7 Sfx 


J. Trevor Eyton 
President and 


Chief Executive Officer March 5, 1985 
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Natural Resources Operations 


Brascade Resources Inc.: 70% 


Brascan's involvement in the natural resources sector is 
through Brascade which has a 46% interest in Noranda and 
a 63% interest in Westmin which in turn has a 28% interest in 
Lacana. Brascade plans to acquire other natural resources 
operations to complement its existing holdings. 


Summarized Financial Information 


millions 1984 1983 
Total assets $2,630 $2,388 
Shareholders’ equity 1,895 1,784 
Revenue 176 186 
Net loss 23 eZ 
Cash flow from operations 72 71 
Loss per share 1.16 O00 


Brascade reported a loss of $23 million in 1984 compared 
to a loss of $12 million in 1983. During the year Brascade 
increased its interest in Noranda to 46% by electing to 
receive two quarterly dividends in common shares and by 
acquiring 7.6 million common shares of Noranda in return for 
4.3 million preferred shares of Brascade. 


In 1984 real gross national product of the OECD countries 
increased about 4.75% with growth in the United States 
particularly buoyant at 6.9%. Despite this satisfactory per- 
formance, the strength of the US dollar in which the prices of 
most commodities are denominated, coupled with excess 
supply, caused many commodity prices to remain at 
depressed levels. 


Among base metals the price of zinc was the most encour- 
aging with an average gain of 17%. The average price of 
lead also improved during the year as a result of auto industry 
demand and strike-induced supply constraints. The price of 
copper was lower because of excess supply despite satisfac- 
tory growth in consumption. 


Aluminum prices declined in 1984 reflecting substantially 
increased output. Molybdenum prices remained weak due 
to excess supply. Canadian exports of potash increased by 
26% in 1984. Precious metal prices weakened throughout 
the year in response to high real interest rates, moderate 
inflation and the value of the US dollar. 


The combined forestry interests of 
Scott and the Noranda Group 
represent one of the largest private 
sector holdings of timberland in 
North America. 


United States newsprint consumption increased by 8% 
during 1984 in response to strong demand for advertising 
space. Despite a lockout in British Columbia during the early 
part of the year, the Canadian newsprint industry achieved a 
92% operating rate for the year. While housing starts in the 
United States at 1.8 million were the best in the past five 
years, lumber prices were generally unsatisfactory because 
of oversupply. 


Demand for coated papers was particularly strong in 1984 
and higher operating rates resulted in improved prices. 
North American paperboard operations enjoyed improved 
operating rates and higher prices in response to strong 
demand for packaging. While the price of pulp rose sharply 
during the first half of the year, rising inventory levels caused 
price declines in the latter part of the year. 


Canadian gas production in 1984 increased by approxi- 
mately 8% as a result of improved exports to the United 
States and higher Canadian consumption. Canadian oil pro- 
duction increased by approximately 6%. In 1984 Canadian 
gas exporters were allowed to negotiate market related 
export prices which should allow Canada to recapture mar- 
ket share in the United States. 


The continuation of the recovery into 1985 on a broad 
international basis suggests better conditions generally for 
commodities, a situation which would be further improved by 
a correction in the value of the US dollar The US dollar has 
increased 80% against other world currencies on a trade- 
weighted basis since early 1980. As a result, while copper 
prices are at depressed levels in US dollar terms, the world’s 
major producer received record domestic currency prices. 
Similarly, the world’s major producer of gold enjoys record 
domestic currency prices, while gold in US dollars has 
declined 65% from its peak 1980 price. 


The revenues of North American resource companies are 
at depressed levels and these companies have virtually 
exhausted the steps available to them to further reduce unit 
costs. Therefore, if the expected correction in the US dollar 
fails to occur, It may well be necessary for Canada, with its 
resource based economy, to take positive action to bring its 
currency into line with its major competitors in order to avoid 
lasting structural damage to the Canadian economy. 


Natural Resources Operations continued 


Noranda Inc.: 46% 


Noranda is one of the world’s leading natural resources com- 
panies with significant operations in the metals and minerals, 
oil and gas, forest products and manufacturing sectors. 


Summarized Financial Information 


millions 1984 1983 
Total assets $6,306 $5,940 
Shareholders’ equity 2,604 2,644 
Revenue 3,400 3,106 
Net loss 4 2S 
Cash flow from operations 232 218 
Loss per share 0.32 0.50 


Noranda recorded a $4 million loss compared with a loss 
of $25 million in 1983. While most divisions reported compa- 
rable or increased profits before borrowing costs, the 
improved earnings contribution from the forest products sec- 
tor was particularly encouraging. 


Metals and Minerals 


Metals and minerals operations reported earnings of $59 
million, compared to $64 million in 1983. This result was 
largely attributable to the higher price of zinc, of which 
Noranda is the world’s largest mine producer. 


Substantial progress was achieved at the Hemlo Golden 
Giant mine where a 23-million-ton orebody grading 0.29 
ounces of gold per ton is being readied for initial production in 
the second quarter of 1985. As the mine is expected to be 
one of the world’s lowest cost gold producers, it will provide 
satisfactory profitability despite recent gold prices. Another 
important gold project of the Noranda group is Placer’s Kid- 
ston gold mine in Australia which commenced operations in 
the first quarter of 1985. Noranda’s new Hopewell premium 
grade phosphate rock mine in Florida commenced produc- 
tion in early 1985, which will complement Noranda's other 
fertilizer activities. 


Oil and Gas 
Canadian Hunter contributed earnings of $7 million com- 
pared to $11 million in 1983. 


Hunter's gas production decreased slightly as a result of 
warmer weather. While oil and gas liquids production is still 
relatively small, it more than doubled following the com- 
mencement of operations at the low gravity oil pilot plant at 
Primrose, Alberta. The company’s plans include significant 
increases in low gravity oil production as Canadian Hunter's 


Noranda’s Golden Giant gold mine 
at Hemlo in Northern Ontario upon 
completion in 1985 will be one of the 
world’s low cost producers. 


extensive land holdings are developed. The company also 
expects to complete two gas liquids extraction plants during 
1985. Noranda's share of proven and probable reserves 
before royalties at year end was 1,385.8 bef of gas and 94.4 
million barrels of oil and condensate. 


Forest Products 


Forest products operations recorded a profit of $28 million 
during the year compared to $4 million in 1983 despite a 
lockout in the British Columbia pulp and paper industry in the 
early part of the year. This improvement reflects the benefit of 
cost reduction programs, improved operating rates and 
higher prices for most products. James Maclaren Industries 
is installing a new newsprint machine at an estimated cost of 
$117 million. Fraser's modernized pulp mill continued to 
operate at improved levels of capacity throughout 1984. 
Northwood Pulp and Timber embarked on a modernization 
program at its sawmill in Houston, British Columbia and Mac- 
Millan Bloedel’s new saw mill at Chemainus, British Columbia , 
was close to completion at year end. 


Manufacturing 

Manufacturing operations reported earnings of $19 million 
compared to $15 million in 1983 with much of the improve- 
ment attributable to Canada Wire and Norandal. Canada 
Wire benefitted from higher operating rates and lower raw 
material costs while Norandal experienced favourable raw 
material costs and increased productivity. Lower aluminum 
prices adversely effected profitability at the aluminum smelter. 
During the year Noranda acquired a 100,000 tons per 
annum aluminum sheet casting and rolling mill in Scottsboro, 
Alabama which provides further integration to Noranda’s alu- 
minum operations. 


Corporate 

With the completion of several major capital expenditure pro- 
jects during the year, Noranda’s level of capital expenditures 
in 1985 should be considerably reduced from the $1.8 billion 
invested over the past three years. The benefits of these 
capital investment programs together with the ongoing cost 
reduction programs will contribute to earnings in 1985. How- 
ever, a Satisfactory level of earnings will be achieved only 
when a correction in the comparative value of the US dollar 
takes place. 


Natural Resources Operations continued 


Westmin Resources Limited: 63% 


Westmin is a natural resources exploration and production 
company with interests in oil and gas, base and precious 
metals and coal properties. Westmin holds a 28% interest in 
Lacana Mining Corporation which is engaged in the explora- 
tion and mining of precious metals, as well as oil and gas 
production. 


Summarized Financial Information 


millions 1984 1983 
Total assets $672 $547 
Shareholders’ equity 388 376 
Revenue 133 29 
Net income 34 40 
Cash flow from operations 67 70 
Earnings per share 47 66 


Westmin's diversified natural resources base generated 
net income of $34 million compared with $40 million in 1983. 
Westmin’s record of eight years of continuous earnings 
growth was interrupted in 1984 mainly as a result of alengthy 
strike at its Vancouver Island mines. 


Oil and Gas 


Operating profit from oil and gas increased to $51 million 
from $46 million in 1983. Oil production increased by 33% to 
1.6 million barrels as a result of higher output of low gravity oll 
while Westmin’s gas production increased slightly to 16.3 bef. 


Gross proven and probable oil and natural gas liquids 
reserves excluding those of Sundance were 90.1 million bar- 
rels at the end of 1984 while proven and probable gas 
reserves were 496 bcf. Westmin's low gravity oil enhanced 
recovery program produced one million barrels, represent 
ing 57% of total oil production. Almost all of Westmin'’s low 
gravity oil receives world prices and is produced from free- 
hold lands exempt from Crown royalties. 


In September, Westmin entered into an agreement to pur- 
chase $130 million of producing oil and gas assets and 
exploration land in Alberta from Sundance Oil Co. effective 
January, 1985. Production from these properties should 
increase Westmin's oil and gas sales by about 50%. 


The acquisition of Sundance'’s oll 
and gas properties will increase 
Westrnin's petroleum production by 
almost 50% during 1985. 


Mining 

An operating loss from metal mining of $3 million was 
recorded compared to a profit of $7 million in 1983. This loss 
was primarily the result of the lengthy strike as well as lower 
precious metal prices. 


Despite the strike, substantial progress was achieved in 
preparing the new H-W mine for production in the second 
quarter of 1985. This new mine will triple existing milling 
capacity and promises to be among the world’s lower cost 
producers. 


At the Silbak Premier and the Big Missouri precious metal 
properties near Stewart, British Columbia, substantial 
increases in reserves were established. The exploration pro- 
gram at Westmin’s Blue Moon base and precious metals 
deposit in California also resulted in a material increase in 
reserves. During the year, Lacana brought three new gold 
mines into production in Nevada. 


Coal and Industrial Minerals 

Operating profit from coal and industrial minerals increased 
to $5 million in 1984 compared to $4 million in 1983. Westmin 
continued to supply coal to Alberta's major power stations 
under escalating take-or-pay production royalty contracts. 


The recoverable thermal coal reserves on Westmin's free- 
hold land in Western Canada approximate 400 million tons. 
In addition, Westmin has priority rights on 210,000 acres of 
Crown land in Alberta overlying some four billion tons of coal 
in place. 


Corporate 

At year end Westmin's working capital was $113 million rep- 
resented mainly by cash and short term investments. Sub- 
stantially all of the company's debt of $140 million was of a 
project nature without recourse to Westmin's other assets. 


The new market oriented gas prices and the Sundance 
acquisition will result in higher gas sales volumes during 1985 
while the continuing low gravity oil program and the newly 
acquired assets will increase oil production. Westmin's new 
H-W mine on Vancouver Island will triple present ore produc- 
tion volumes. 
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Consumer Products Operations 


Brascan’s consumer products operations are in the non- 
durable sector. This area was selected by Brascan because 
its earnings and cash flows are relatively stable and balance 
the more cyclical earnings associated with the natural 
resources sector. The following table shows the beneficial 
interests of Brascan shareholders in the production capaci- 
ties of Labatt and Scott expressed in terms of 100 Brascan 
common shares. 
Estimated beneficial 
interest per 100 


Annual Production Capacity Brascan Shares 


Beer — gallons 300 
Milk — gallons 400 
Wine — gallons 50 
Fruit juice — gallons 2S) 
Flour — Ibs. 2,100 
Starch — Ibs. BS 
Gluten — Ibs 150 
Corn sweeteners - Ibs. 500 
Tissue paper -— Ibs. 3,000 
Printing and publishing papers — Ibs. 1,600 


The stability of the consumer non-durable sector stems 
from the staple nature of most of these products which are 
consumed in similar quantities during good or bad times. In 
economic terms the demand for these products can be 
described as relatively inelastic. While the consumer may 
switch to different price ranges for the same product cate- 
gory in response to economic conditions, most companies 
offer several brands in different price ranges. 


Canadian beer consumption increased marginally during 
1984 despite a cooler summer. Notwithstanding the relatively 
low consumption growth, the year was characterized by 
material changes in market shares amongst the major Cana- 
dian brewers. These market share changes arose mainly 
from packaging modifications as well as new product intro- 
ductions. Packaging modifications included various kinds of 
bottle caps, changes in bottle sizes, shape and colour, mixing 
different brands in large packs as well as increased usage of 
cans. New products marketed included low alcohol beers 


More than 100 million families use 
Labatt and Scott household name 
products. 


and European brands. Canadian beers continued to gain 
market share in the United States despite strong competition. 


The volume of both domestic and imported wine sales in 
Canada continued to increase in 1984. However, domestic 
wines continued to be adversely affected by competition 
from foreign wines ona price basis stemming from the strong 
Canadian dollar and a large wine surplus in the European 
Economic Community. Conditions in the United States wine 
market were also difficult for domestic producers due to com- 
petition from European imports. 


Industrial milk was in short supply during 1984 causing 
many dairies to operate at low levels of capacity or to cease 
production during the winter months. While per capita con- 
sumption of fluid milk continued to be relatively unchanged, 
consumption of cheese and yogurt showed encouraging 
growth. Exports of premium aged Canadian cheese contin- 
ued to be favourably received in the United Kingdom and the 
United States. 


Low world sugar prices stemming from high inventories 
continued to depress the price of high fructose corn syrup. 
Current United States capacity of 55% fructose corn syrup 
was insufficient to meet demand stemming from the decision 
of United States soft drink producers to use more Corn syrup 
in their products. This in turn has allowed the Canadian indus- 
try to increase export sales. 


Favourable conditions continued to prevail in the starch 
industry mainly in response to improved demand particularly 
from the paper and paperboard industries. Gluten prices 
improved during the year as a result of increased demand at 
the domestic and export levels. Both domestic and export 
sales of flour were relatively flat during 1984. 


United States tissue consumption rose in 1984 although 
tissue sales price increases were generally modest. Average 
industry operating rates improved during 1984. Demand for 
coated printing and publishing papers was very strong dur- 
ing the year in the United States and the industry operated 
close to capacity despite increased imports. Meaningful 
price increases were obtained and similar circumstances are 
expected to prevail in 1985. 


Consumer Products Operations continued 


John Labatt Limited: 37% 


Labatt is a broadly based consumer products company with 
interests in brewing, packaged foods, agri products and the 
entertainment industry. 


Summarized Financial Information 


October 31 
millions 1984 1983 
Total assets $1,328 Dillan 
Shareholders’ equity 494 424 
Total revenue 2,685 2B 
Net income 72 rg 
Cash flow from operations 138 ists 
Earnings per share 2.40 2.0K 


For the twelve month period ended October 31, 1984, 
gross sales increased by 16% to $2.7 billion. Net income 
before the obsolete bottle inventory writedown, in April, 1984 
grew by 16% to $92 million, a record for the sixth consecu- 
tive year. After the bottle writeoff earnings were $72 million. 


Brewing Group 

The earnings of the Brewing Group increased over the past 
year before the writeoff of obsolete bottle inventories. Higher 
sales volumes and operating efficiencies more than offset 
higher packaging costs. The launching of Labatt's major 
brands in a tall twist top bottle was a noteworthy success and 
contributed to a material gain in market share. Exports to the 
United States increased during 1984 and toward the end of 
the year Labatt also began to export beer to the Japanese 
market. During 1984 Labatt's brewing capital expenditures 
emphasized productivity improvements and the construction 
of two aluminum can production lines. 


Packaged Food 

Packaged Food Group earnings were ahead of the previous 
year. Earnings at Catelli, Chef Francisco and Chateau-Gai 
increased while reduced losses were recorded at LaMont 
despite the continuation of depressed conditions in the 
United States wine market. The introduction of Chateau-Gais 
Canada Cooler brand, a citrus based wine beverage, was a 
noteworthy success. Holiday Juice, which was recently 
acquired, also contributed to the improved earnings of the 


Labatt, Canada’s leading brewer, 
flour miller, and dairy processor, 
added to its packaged food 
products with the acquisition of 
Omstead Foods in 1984. 


group. In September Labatt acquired Omstead Foods Lim- 
ited of Wheatley, Ontario to complement Chef Francisco's 
frozen food operations in the United States. 


Agri Products 


The earnings of the Agri Products Group were substantially 
ahead of last year due to strong performances by both Ogll- 
vie and Ault Foods. Ogilvie achieved higher sales volumes 
while sales and earnings of Ault reflected the favourable 
impact of recent acquisitions. The continuing programs to 
rationalize production facilites are expected to contribute 
additional profits to Ault in the current year. Starch and gluten 
operations recorded increased earnings and subsequent to 
year end, Ogilvie acquired the food ingredients division of 
Henkel Corporation, a major United States producer of 
starch and gluten. 


Other Operations 

In September Labatt's wholly owned specialty television 
channel, The Sports Network, was inaugurated. This chan- 
nel is made available for viewing on a 24-hour basis by cable 
companies on a fee basis but unlike pay television, The 
Sports Network is permitted to carry advertising. Labatt’s 
30% owned corn sweetener operation, Casco Company, 
continued to operate at a loss as a result of continuing low 
sugar prices. McGavin’s operating earnings increased 
despite strong competition from other Canadian and United 
States bakeries and excess industry capacity. Allelix, a 30% 
owned joint venture with the Canada Development Corpora- 
tion and the Government of Ontario, formed to develop com- 
mercially viable biotechnologically based products and 
processes, generated its first revenues from research con- 
tracts and technology licensing fees. 


Corporate 

Labatt's corporate development program continues to 
emphasize reduction of unit costs, innovative packaging and 
marketing and selected acquisitions. Labatt's cash and short 
term investments of $131 million at year end together with its 
unused borrowing capacity provide substantial financial 
resources for the continuation of this strategy. 
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Consumer Products Operations continued 


Scott Paper Company: 25% 


Scott is the world's leading producer of sanitary paper prod- 
ucts and a major manufacturer of printing and publishing 
papers. Scott operates in 21 countries and owns more than 
three million acres of woodlands in the United States, Can- 
ada and Brazil. 


Summarized Financial Information 


milllons 1984 1983 
Total assets US$3,322 US$2,846 
Shareholders’ equity 1,572 1,481 
Sales 2,847 2,708 
Net income 187 124 
Cash flow from operations 291 271 
Earnings per share 3.83 2.58 


Net income increased to US$187 million, a51% gain over 
1983 which in turn was a 66% increase over 1982. The 
strong earnings growth achieved in 1984 was mainly due to 
the excellent performance of S.D. Warren's coated paper 
operations. 


Sanitary Paper Products 

The sanitary paper operations reported record operating 
profits of US$176 million compared to US$158 million in 
1983. These results reflect higher operating rates, improved 
prices and cost reduction and productivity programs imple- 
mented under the Scott strategic plan over the last four years. 
During 1984 Scott commenced construction of a new 
US$115 million energy generating facility at its Chester, Penn- 
sylvania, paper mill. Construction also continued on Scott's 
major energy modernization program at Mobile, Alabama. |n 
September Scott acquired the assets of Sani-Fresh Interna- 
tional, Inc., a San Antonio, Texas based manufacturer of 
personal cleaning products and dispensing systems for 
commercial and industrial markets. 


Printing and Publishing Papers 

The operating profit of the S.D. Warren Division rose 176% to 
US$159 million from US$58 million in 1983. Increased sales 
volumes, lower unit costs and higher prices contributed to 
the satisfactory earnings growth. Major cost savings were 
achieved through the dedication of paper machines to the 
production of specific grades of paper. 


Scott's wood supply is a vital 
resource for an additional state of the 
art paper machine extending over 
two football fields in length at 
Skowhegan, Maine. 


The new 200,000 tons per annum coated paper machine 
at Skowhegan, Maine operated at higher production levels 
during the year and production was approaching design 
capacity by year end. Subsequent to year end, Scott 
announced plans to complete an additional 215,000 tons 
per year advanced technology paper machine by the end of 
1986. This machine will also be located at Skowhegan and Is 
expected to cost US$220 million. 


Forest Products and Minerals 


Operating profits from Scott's forest products and minerals 
operations were US$25 million compared with US$6 million 
in 1983. The operations benefitted from improved pulp 
prices partially offset by both lower demand and prices for 
export logs and lower lumber prices. 


International Operations 

Scotts share of the earnings of the company's equity 
accounted international affiliates was US$15 million in 1984 
compared with US$24 million in the previous year. Despite 
the strong US dollar, operations in Australia and Canada 
contributed satisfactory earnings to Scott. Although profit 
able, the United Kingdom operations were adversely 
affected by the cost of new product introductions, a moderni- 
zation program and a strike at the largest plant. Scott's Mexi- 
can affiliate, while generating improved earnings, continued 
to be affected by high interest costs and inflation. Earnings of 
the consolidated international subsidiaries increased due 
mainly to improved performances by Scott's Spanish and 
Italian subsidiaries. Overall, Scott's international operations 
stand to benefit from any significant decline in the value of the 
US dollar. 


Corporate 

Despite its large capital expenditure program, Scott ended 
the year with a strong balance sheet including cash, short 
term investments and construction funds of US$516 million. 
Continuing strong demand for coated paper and the ongo- 
ing benefits from cost reductions in the sanitary paper prod- 
ucts operations Suggest a continuation of favourable results 
during 1985. 
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Financial Services Operations 


Trilon Financial Corporation: 39% 


Brascan has a broad exposure to the financial services sec- 
tor through Trilon which has important interests through its 
operating affiliates in the insurance and trust industries. Trilon 
also provides other direct financial services to complement 
the activities of its principal operating affiliates. 


Summarized Financial Information 


millions 1984 1983 
Total assets under administration $55,290 $47,388 
Total corporate assets 12,218 10,149 
Shareholders’ equity 697 504 
Total income 1,727 150 
Net income 75 38 
Earnings per share 3.38 2.60 


Net income for the year increased to $75 million compared 
with $38 million in 1983. After providing for preferred share 
dividends, net income was $3.38 per share, an increase of 
30% from $2.60 in 1983. On a fully diluted basis, net income 
was $3.01 per share, an increase of 18% from $2.55 in 
1983. 


Trilon made further progress in achieving its corporate 
goals in 1984. In March, Inlon increased tts beneficial interest 
in Royal Trust to 50%. In June, $150 million of long term 
preferred shares were issued. In October, Trilon reached an 
agreement to acquire Fireman’s Fund Insurance Company 
of Canada, which was renamed Wellington Insurance Com- 
pany. In November, Trilon assisted Royal Trust in merging its 
real estate brokerage operations with those of A.E. LePage. 
In December, Irilon increased its authorized level of commer- 
cial paper to $250 million. 


Diversification 

The purchase consideration for the shares of Wellington 
Insurance Company comprised $143.5 million of preferred 
shares of a subsidiary and warrants to purchase 3.0 million 
Class A shares of Trilon. Wellington provides Trilon with addi- 
tional high quality products and a strong new distribution 
network in the property and casualty insurance field. 


The merger of Royal Trust's real estate brokerage opera- 
tions with those of A.E. LePage provides the Trilon group with 
a broad range of complementary real estate services. Royal 


Trilon is Canada’s largest diversified 
financial services group with $55 
billion of assets under administration. 


LePage has approximately 9,000 employees, 321 office 
locations and $350 million in gross revenues. 


Subsequent to year end Trilon acquired a 51% interest in 
CVL Inc. one of Canada's largest vehicle leasing and fleet 
management companies. 


Direct Financial Activities 


During 1984, Trilon continued to expand its direct financial 
activities which generated operating earnings of $10 million 
compared to $2 million in 1983. These activities include 
money market operations, commercial lending, security 
transactions, bond trading, and interest rate swaps. 


Trilon’s commercial paper was well received by the market 
throughout 1984 and the company’s approved commercial 
paper limit was increased to $250 million. This additional 
source of funds will be used in 1985 to improve the spreads 
on the company’s loan and investment portfolio. 


Legislative Review 

The rapid changes in the financial services sector produced 
by consumer demand and advances in technology has cre- 
ated a pressing need for the trust and insurance industries to 
be given broader powers to compete. Trilon has been an 
active participant in the review process and Is encouraged 
by the general recognition of the constructive role played by 
Trilon and other diversified financial services companies. Leg- 
islative changes should further the ability of these companies 
to respond to consumer demand for wider product choices 
and better service. 


Corporate 

Trion was formed in response to consumer demand for 
improved product selection and financial services at a rea- 
sonable cost. Trilon’s unique group of companies offers the 
professionalism, size and resources to meet these changing 
consumer demands. 


Trilon’s emphasis is on the continued growth of each of its 
operating affiliates, while assisting them in working together 
for their mutual benefit. Trilon will continue to review opportu- 
nities that complement the group's present blend of financial 
Services. 
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Financial Services Operations continued 


Royal Trustco Limited: 50% 


Royal Trust is Canada’s leading trust company providing a 
broad range of personal and corporate financial and related 
services throughout Canada and internationally. 


Summarized Financial Information 


milllons 1984 1983 
Total assets under administration $48,800 $41,981 
Total corporate assets 11,157 9,634 
Shareholders’ equity 777 432 
Total revenue 1,467 Wie 
Net income 85 65 
Earnings per share 1.60 ao 


Total revenues increased 11% to nearly $1.5 billion, net 
income increased by 31% to a record $85 million and earn- 
ings per share increased to $1.60 from $1.37 in 1983. The 
substantial improvement in earnings during the year resulted 
from a 19% increase in net interest and investment income 
and tightly controlled non-interest expenses. 


Total assets under administration reached $49 billion com- 
pared to $42 billion last year. Tota! corporate assets of $11.2 
billion increased 16% from 1983. 


Personal Financial Services 


In 1984, Royal Trust responded to evolving challenges by 
introducing innovative products which have had positive 
customer response. New product development will continue 
to receive major commitment and emphasis. Estate and trust 
assets under administration increased 25% over 1983, while 
agency income and the number of self-directed registered 
retirement savings plans both rose by 19%. 


Total 1984 Royal Trust mortgage approvals rose by 11% 
while the total market dropped by 16% and as a result mar- 
ket share increased by almost one third. A revitalized market- 
ing strategy, new products and innovations, provided 
customers with a very attractive mortgage package. Royal 
Trust currently administers a mortgage portfolio of approxi- 
mately $7 billion. 


Corporate Financial Services 


Despite severe price competition and unsettled markets, cor- 
porate trust service fees increased as the result of the acquisi- 


Royal Trust, serving Canadians of all 
generations, raised $500 million of 
long term capital in 1984, which will 
permit it to double its corporate 
assets without issuing additional 
common equity. 


tion of several major accounts. Pension trust fees also 
showed significant increases as a result of a successful sys- 
tem upgrading and new product introductions. 


Economic and capital market uncertainty necessitated a 
highly diversified asset mix in the clients’ investment portfolios 
which exceed $4 billion. This mix provided profitable returns 
for clients during the year. 


In the corporate lending and treasury areas, corporate 
assets, exclusive of commercial mortgages in the guaran- 
teed account, increased by approximately $330 million dur- 
ing 1984 as a result of expanded corporate lending, 
equipment leasing and investments in corporate securities. 


Other Operations 


Royal Trust has established an important niche in the Euro- 
pean marketplace. International operations made a positive 
contribution to earnings in virtually all areas despite intense 
competition and a volatile financial climate. Through prudent 
lending policies and conservative management, Royal Trust 
has remained immune to the widespread difficulties experi 
enced by others from international loan losses. 


The merger of Royal Trust's residential real estate broker- 
age operations with the residential and commercial broker- 
age operations of A.E. LePage Ltd. was consummated in 
December 1984. The merger produced the largest real 
estate brokerage operation in Canada with substantial inter- 
national operations. Royal LePage offers significant advan- 
tages to clients through major economies of scale and 
improved service capabilities. 


Corporate 


Royal Trust's focus in 1984 was on a number of important 
areas which will contribute to its future financial Success. 
These included a recognition of the need to further improve 
standards of service to clients, a reversal of the market share 
erosion in certain major product lines, increased investment 
in computer systems development and marketing, a longer 
term business planning process and the issuance of a pru- 
dent mix of equity and long term fixed and floating rate debt 
in excess of $500 million. 
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Financial Services Operations continued 


London Life Insurance Company: 98% 


London Life is Canada’s leading shareholder-owned life 
insurance company providing life and health insurance and 
other savings products. London Life's products are distrib- 
uted through a 2,500 member sales force to more than one 
million Canadians and 11,000 businesses. 


Summarized Financial Information 


milllons 1984 1983 
Life insurance in force $48,613 $42 848 
Total assets 5,654 5,093 
Policyowners’ and shareholders’ equity 560 532. 
Premium and investment income 1,420 1,247 
Shareholders’ earnings 35 30 
Earnings per share 69.09 S91 


Premium income and investment income totalled $1.4 bil- 
lion compared to $1.2 billion in 1983. Earnings per share 
increased to $69.09 from $59.57 in 1983. Dividends paid to 
shareholders increased to $21.00 from $15.00 and total 
assets of $5.7 billion increased by $0.6 billion or 11%. 


Sales of individual insurance, annuities and accumulation 
products were at record levels due to an expansion of the 
sale forces, increased productivity by the sales staff, and 
successful sales campaigns during 1984. In addition to the 
development of new products, London Life continued to 
expand its computer-assisted distribution system. 


Individual Products 


London Life's expanded sales force and increased emphasis 
on sales productivity contributed to $5.2 billion in new life 
insurance issued, an increase of 14% over the previous year. 
Individual insurance sales issue premium of $58 million con- 
tributed to total sales issue premium of $218 million. 


Dividends paid to participating policyowners of $172 mil- 
lion continued London Life's record as the leading payer of 
policyowner dividends in Canada. This consistently high 
level of return strongly supports the sales and acceptance of 
company products. 


Group Products 


Premium revenue from group products rose to $328 million 
compared to $296 million. The rate of annual premium on 


The “Life Insurance for the Living” 
sales promotion helped London Life 
achieve record revenues in 1984. 


new sales was $64 million. Price competition continued to be 
strong and the after-effects of the recession are still evident in 
the low profit growth of customers’ businesses. 


Development of a major new computer Supported admin- 
istrative system was initiated to enlarge the company's 
Capacity in group sales and generally enhance the competi- 
tive advantage of the group operations. 


Investments 


Investment income continued to grow due to innovative 
investment strategies, particularly in support of the compa- 
ny’s accumulation and payout annuity products. The net 
earned rate on the total investment portfolio increased to 
10.86% from 10.67%. 


The Investment Division’s asset-liability segmentation pro- 
gram divides the company’s products into groups with simi 
lar liabilities and enables the company to develop more 
precise investment strategies and products to meet cus- 
tomers’ needs. 


The company was aggressive in residential mortgage 
lending during the year. A number of major investments were 
made in residential and commercial properties across Can- 
ada and equipment lease and asset purchase financing was 
provided to a variety of industries, in particular the transporta- 
tion and oil and gas sectors. 


Corporate 


London Life continues to carefully monitor new legislative 
initiatives Concerning the financial services industry. The 
company made representations to an Ontario financial serv- 
ices study committee and participated in the federal study of 
financial institutions, with the expectation that new legislation 
will be tabled in 1985. 


Pending legislative changes broadening the role of insur- 
ance companies in the financial services sector, London Life 
is expanding tts sales force and developing new insurance 
products to meet the changing requirements of the Cana- 
dian consumer. The company is also placing special empha- 
Sis On increasing productivity of both its sales and 
administrative organizations. 
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Financial Services Operations continued 


Wellington Insurance Company: 100% 


Wellington Insurance Company is Canada's leading Cana- 
dian shareholder-owned property and casualty company 
providing homeowner and automobile insurance to individ- 
uals and a broad range of commercial insurance products to 
businesses. Wellington's products are distributed nationally 
through a 1,000 member independent agency force, serv- 
ing the property and casualty insurance needs of more than 
300,000 individuals and 40,000 businesses. 


Summarized Financial Information 


millions 1984 1983 
Total corporate assets $319 $294 
Shareholders’ equity 101 98 
Net premiums earned 167 161 
Total revenue 193 185 
Net income 3 15 
Earnings per share 109.00 545.45 


Total revenues increased to $193 million from $185 million. 
Premium income increased by $6 million to $167 million 
while investment income increased by $4 million or 17%. Net 
income decreased from $15 million to $3 million as a result of 
Significant strengthening of reserves and a decision not to 
realize security gains in 1984. Total assets were $319 million, 
an 8% increase from 1983. 


Underwriting Operations 

The profitability of the underwriting operations declined sub- 
stantially as the company’s underwriting loss ratio increased 
from 74.2% to 85.6% of net premiums earned. This increase 
in loss ratio reflected a decision to significantly strengthen the 
reserves for unpaid losses and claims. 


The expense ratio of 33.7% of net premiums earned was 
marginally above the 1983 level of 33.5% and reflects tight 
control over operating expenses. Wellington has made con- 
siderable progress in reducing its expense ratio which stood 
in excess of 40% four years ago. The company's extensive 
training programs have contributed to this improvement. 


Wellington continued to strengthen its independent bro- 
kerage distribution system with the appointment of additional 
key agents under its partnership pact program. Partnership 


Wellington Insurance, established in 
1840, became an important part of 
the Trilon group in 1984. 


pact is a tailored arrangement with selected producers in its 
agency distribution network. 


New products such as the estate saver and the business 
saver aimed at specific market segments were introduced 
successfully. The estate saver is a high value property pro- 
gram for the affluent personal lines market, while the busi- 
ness saver is aimed at achieving increased volume in the 
substantial small business market. New product develop- 
ment will continue to receive a high priority in the company's 
strategic plan. 

During the year Wellington's review of its lines of business 
and products led to the rewriting of certain lines of commer- 
cial business on an advantageous basis and the identification 
of other lines of business which will be de-emphasized. 


Investment Operations 

Income earned from the investment portfolio, excluding 
security gains, increased substantially and the total invest- 
ment portfolio increased by $21 million or 9% to $258 million. 
Investment activity reflected a strategy of maximizing invest- 
ment returns taking into account the timing of cash flows 
during the year. Investment returns provide a significant con- 
ribution to Wellington's net income and consequently invest- 
ment strategy forms a key element of the company’s strategic 
planning process. 


o+ 


Corporate 

1984 was a year of major change for Wellington. Following a 
return to Canadian ownership as a result of its purchase by 
Trilon, the name of the company was changed to Wellington 
Insurance Company. The new name reflects the company’s 
origin in 1840 in Wellington County, Southern Ontario. 


New Initiatives and accountabilities have been established 
which will enable the company to better service its customers 
and agents in selected markets and product areas. Welling- 
ton Is cooperating with other Tnlon group companies to 
improve productivity, systems and computer capability, and 
cost control programs with a view to continuing to provide 
quality service to its clients. 

Wellington enters 1985 with a strong senior management 


team and with a focused product marketing and distribution 
strategy. 
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Financial Services Operations continued 


Royal LePage Limited: 51% 


Royal LePage is Canada’s leading diversified real estate serv- 
Ices organization offering residential and commercial cus- 
tomers the advantage of approximately 9,000 professional 
sales representatives and other employees in 321 offices 
across Canada and internationally. 


In addition to expertise in the areas of sales and leasing, 
Royal LePage provides professional real estate services to 
clients in the areas of research and analysis, commercial 
development and property appraisal. 


Merged Operations 

The merger of Royal Trust's residential real estate brokerage 
operations with the residential and commercial brokerage 
operations of A.E. LePage Ltd. was consummated in 
December 1984. The merger of these two operations results 
in the largest real estate brokerage operation in Canada with 
a substantial international presence. 


Royal LePage offers significant advantages to its clients 
because of the economies of scale to be achieved from 
the merger and its association with other Trilon group 
companies. 


On acombined basis the operating results of A.E. LePage 
and Royal Trust's real estate brokerage operation for the year 
ended December 31, 1984 were $350 million in gross reve- 
nues, slightly ahead of 1983. Gross revenue growth was 
constrained by the impact of continuing high levels of interest 
rates. 


Residential Operations 

Residential operations, which are confined to Canada, pro- 
vide the majority of gross brokerage commissions and fees. 
An overall year to year decline in residential performance 
was due largely to high mortgage rates resulting In a slow- 
down in activities in the resale housing market. 


As part of a five year expansion plan four new branch 
offices were opened in Ontario and one in Quebec during the 
year. Expansion plans are being modified to reflect the 
addition of 133 Royal Trust residential real estate branches. 
One of the attractive aspects of the merger is the comple- 


Royal LePage, Canada's largest real 
estate broker, was formed in 1984 
through the combination of the 
brokerage operations of Royal Trust 
and A.E. LePage. 


mentary nature of the two residential operations. Planning |s 
now underway to integrate the two operations. 


Non-Residential Operations 

Non-residential operations, consisting of commercial broker- 
age activities and fee and specialized management services 
enjoyed an excellent year with gross brokerage commis- 
sions and fees increasing approximately 19%. 


Commercial operations are diverse, both geographically 
and functionally. At year end, there were offices in 10 centres 
in Canada, 12 in the United States, and other offices in Lon- 
don, Paris and Amsterdam. While brokerage, including com- 
mercial and industrial sales and leasing and investment 
sales, account for the bulk of activity, contributions to revenue 
are also provided by fee and professional services activities. 


Fee and professional services activities include research 
and analysis in such areas as property use, property invest- 
ment and development as well as appraisal activities. 


During the year, action was taken to promote commercial 
revenue, profit and market share growth in the longer term. 
This included the institution of a third generation office leasing 
computer system in Canada and the opening of several 
branches in the United States and overseas. 


The company’s specialized property management and 
capital management services groups are positioned for 
growth in 1985. This is due to the increase in ownership of 
commercial real estate investment by institutional investors 
and the resulting increased requirement for professional 
portfolio and building management services. 


Corporate 

Royal LePage offers its clients real estate computer branch 
systems providing instant property information within a given 
market to assist in home purchase decisions. This service Is 
currently offered in 41 offices with an additional 60 offices to 
come on line in 1985 as part of a coast to coast expansion of 
this service in Canada. 


Royal LePage has a strong professional management 
team in place and is well positioned to meet the new chal- 
lenges and opportunities for real estate services. 
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Other Operations 


Great Lakes Group Inc.: 49% 


Great Lakes Group's business consists of selected financial 
and investment activities and the generation and distribution 
of hydro-electric power. 


Summarized Financial Information 


millions 1984 1983 
Total assets $800 $631 
Shareholders’ equity 402 274 
Total revenue 109 85 
Net income 34 23 
Cash flow from operations 41 35 
Earnings per share 1.60 po2 


Improved performances by both the investment and utility 
divisions increased earnings to $34 million in 1984 from $23 
million in 1983, the fifth consecutive year of earnings 
increases. The increase in earnings was largely derived from 
the company’s expanded financial and investment activities. 


Financial and Investment Activities 


Great Lakes’ selected financial and investment activities 
include helping client companies design their financial instru- 
ments, formulating arrangements with investment dealers for 
the distribution of clients’ securities and, where appropriate, 
participating along with other companies in an issue by pur- 
chasing securities for their own account. Great Lakes 
believes that these services result in a more expeditious and 
cost efficient method for issuers to raise capital and also 
provide investment dealers greater assurance of successful 
financings. 


Great Lakes brings added value to the underwriting and 
market-making functions through its ability to assume a 
longer term view with respect to investment positions, taking 
into account underlying or prospective values. This contrasts 
with investment dealers who, because of their limited capital 
resources, tend to be influenced by temporary market fluctu- 
ations when servicing the needs of their issuer clients. 


Great Lakes has recognized the need for the securities 
industry to supplement its capital and encouraged the indus- 
try to do so. The securities industry has self-imposed owner- 
ship restrictions that limit its access to equity capital. These 
restrictions have placed constraints on the industry's ability to 


Great Lakes Group was restructured 
during the year In partnership with 
the Canadian Imperial Bank of 
Commerce and Merrill Lynch to 
expand its financial and investment 
activities. 


perform the underwriting and market-making functions 
which are integral to an efficient capital market and a clear 
responsibility of those central to the distribution function. 


The regulatory authorities are now considering easing the 
ownership restrictions on investment dealers which will 
enable them to supplement their equity and thereby increase 
their ability to act as principals with respect to their underwrit- 
ing and market-making functions. The proposed changes 
should enable Canadian investment dealers to compete 
more effectively in the international capital markets thereby 
broadening the sources of finance for Canadian corpora- 
tions and governments. 


Power Generation 


Great Lakes’ hydro-electric operations provide a stable oper- 
ating base and an assured stream of earnings complement- 
ing the company’s financial and investment activities. The 
company continues to explore opportunities to increase its 
generating capacity through the development of new sites 
on its river systems and improvements to Its existing generat- 
ing stations. 


As a result of improved economic activity in the area 
served by Great Lakes, revenues increased by 12.0% to 
$64.1 million. Earnings increased despite a reduction in avail- 
able water supply during the first nine months in Great Lakes 
Powers river systems requiring an increase in electricity pur- 
chased from Ontario Hydro. Water availability improved dur- 
ing the last quarter A tight control was maintained over 
operating costs. Great Lakes Powers new $116 million 
52,000-kilowatt¢ generating facility on the St. Mary’s river 
continued to perform satisfactorily. Great Lakes supplies a 
total of 9,527 customers directly and approximately 28,500 
customers indirectly in the City of Sault Ste. Mane. 


Corporate 

Great Lakes’ capital base was strengthened in 1984 through 
a $113 million common share issue. These funds are being 
used to expand the company’s financial and investment 
activities. Total assets at year end were $800 million. As add- 
tional capital is required to support the group's expanded 
activities, consideration will be given to a major public equity 
financing. 
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Other Operations continued 


Brascan Brazil Group: 50% - 100% 


The Brascan Brazil Group's major operations are in real 
estate development, natural resources and financial serv- 
ices. 


Equity Interest 


millions 1984 1983 
Real estate development $ 75 $ 69 
Natural resources 33 26 
Consumer and industrial products 17 19) 
Financial services U7 9 
Other assets less liabilities 29 22 
Total equity $171 $145 


Brascan Brazil is carried in Brascan’s financial statements 
at $62.5 million which reflects only the book equity of the 
Brazilian companies having registered capital under Brazil's 
foreign investment legislation. Income from these invest- 
ments Is only recorded when dollar dividends are received in 
Canada. 


Brascan Brazil reported earnings of $21 million compared 
to $10 million in 1983. Dividends received amounted to $5.1 
million compared to $0.8 million in 1983. The improvement in 
earnings arose from a lower level of currency translation 
losses and amore Satisfactory economic climate in Brazilas a 
result of strong exports. 


Particularly encouraging for the country was Brazil's 
record foreign trade surplus of over US$13 billion which 
resulted in an improvement in the foreign debt position and 
enabled the country to resume dividend and interest pay- 
ments. Foreign net direct investment in Brazil was an esti- 
mated US$1.0 billion in 1984. 


Real Estate 

During 1984 Brascan Imobiliaria (BISA), one of Brazil's larg- 
est real estate development companies, completed and sold 
315 housing units in Rio de Janeiro and Sao Paulo. The Rio 
Sul Shopping Centre, 51% owned by BISA, experienced 
11% growth in annual customer traffic under BISA’ manage- 
ment. Brascan Brazil’s real estate holdings also include 
approximately 90,000 acres of prime farmland with 21,000 
head of cattle. 


Brascan Brazil's real estate holdings 
include extensive cattle ranch lands 
which provide a hedge against 

inflation and currency depreciation. 


Brascan Brazil's 60% owned Intercontinental Rio Hotel 
doubled its earnings in 1984 as a result of a higher occu- 
pancy rate, the strong US dollar and the recently completed 
hotel refurbishing program. 


Natural Resources 

Brascan Brazil's natural resources operations which are Car- 
ried on through Brascan Recursos Naturais (BRN), a 50% 
joint venture with British Petroleum Limited, reported satisfac- 
tory earnings notwithstanding lower US dollar world tin 
prices. Mine production of tin increased by 11% to 6.6 million 
pounds while smelter production increased by 10% to 8.1 
million pounds. At year end, BRN's geological reserves were 
60,000 tons of contained tin compared to 54,000 tons in 
1983. During 1984, BRN’'s exploration and development 
expenditures amounted to $8 million. The company |s contin- 
uing its aggressive exploration program for tin and precious 
metals on tts claims within the Amazon region. 


Financial Services 

Earnings of the financial services division more than doubled 
in 1984 establishing the division as an important profit con- 
tridbutor to the Brazilian group's results. Originally formed 
three years ago in Rio de Janeiro to supplement the financial 
needs of the Brazilian operating companies, the activities of 
this division have expanded to include a variety of financial 
services conducted with institutional, domestic and foreign 
companies. 


In addition to servicing the group’s short term financial 
needs, these operations have been extended to include a 
broad range of money market activities, leasing operations, 
underwritings and equity investment participations. 


Corporate 

Total book equity of Brascan Brazil at year end was $171 
million compared with $145 million in 1983. Working capital 
stood at $85 million of which the cash component was $30 
million and net debt was only 29% of equity. Overall corpo- 
rate strategy continues to involve concentrating operations 
on those areas which offer protection against inflation and 
currency devaluation. 
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Financial Overview 


Brascan's recent operating emphasis has been on building a 

stable earnings base from its consumer products and finan- 
ial services operations to balance the cyclical results of its 
latural resources activities. As shown below, 42% of Bras- 
N's net corporate assets are dedicated to natural 
sources, and 58% to consumer products, financial serv- 
es and other activities. 


; Carrying Value Net Income 
) _ December 31,1984 1984 1983 1982 
ral resources $ 778 $(34) $(28) $ (80) 
Imer products 763 86 67 43 
| services 170 20 16 15 
933 106 83 58 
ther operations 160 19 16 fal 
porate investments 1,871 91 al 39 
less financial assets 476 14 26 21 


holder 
1 ASI 


s' equity/netincome $1,395 $105 $ 97 $ 60 


[he information provided above is in a form which differs 
1 the consolidated financial statements in that the carrying 
es reflect Brascan’s common share investments based 

nthe equity method of accounting. 


ihe following table illustrates the scope of Brascan's opera- 
tions by showing the total sales revenues generated by Bras- 
cans principal operating companies and their equity 
accounted affiliates and Brascan’s beneficial interest therein: 


A : Revenues 

millions Total Group —_ Brascan Interest 
Natural resources $ 6,895 $1,731 
Consumer products 7,820 OWT 
Fir ial services B10) 1,209 
Other operations 596 401 
| ta $18,441 $5,418 


Brascan derives exceptional financial strength and liquidity 
by Operating through widely held public corporations. Each 
Of its operating affiliates is self-sufficient and severable from 
the group so that it may be dealt with independently from the 
iners. In addition, Brascan maintains substantial undrawn 
creait facilities so that it is always in a position to select the 
timing of equity and long-term debt issues. These credit facili- 
ties are available to bridge the cash required to achieve its 
corporate development program and, in addition, to allow 
Brascan to act expeditiously in taking advantage of special 
investment opportunities as they arise. 
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Consolidated Balance Sheet 


December 31 
millions note 1984 1983 
Assets: 
Cash and other investments $ 190.4 $ 261.6 
Loans and accounts receivable Z di22en eA) 
Corporate investments 3 2,800.2 2,487.0 
Property and equipment 4 516.2 388.8 
Other assets 11.0 OVS 
$3,640.5 $3,284.9 
Liabilities: 
Bank indebtedness $ 16.7 $15.6 
Accounts payable 52.2 60.0 
Dividends and interest payable 30.2 30:5 
Term debt 5 742.0 732.6 
841.1 838.7 
Deferred taxes 110.2 95.8 
Minority interest 1,294.2 1,090.4 
Shareholders’ equity 6 1,395.0 1,260.0 
$3,640.5 $3, 284.9 
Signed on behalf of the Board: 
ozA ane 


| eye 


J. Trevor Eyton, Director 


Jack L. Cockwell, Director 
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Consolidated Statement of Income 


Years ended December 31 


millions note 1984 1983 
income before unallocated expenses: 
Natural resources $ 37.7 $ 42.0 
Consumer products 86.1 66.8 
Financial services 20.0 SMe 
Other operations ee ew? 
Investment and other 90.2 129 
(a 253.1 268.0 
Unaliocated expenses: 
Interest 74.7 96.3 
Corporate expenses 5.8 9) 
Income and resource taxes rs 19.9 Ole 
Minority interest 47.5 38.0 
=e 147.9 171.4 
Net income for year $105.2 5: 90.6 
Earnings per share after preferred dividends $ 2.67 $ 2.60 


Consolidated Statement of Changes in Financial Position 


Years ended December 31 


millions 1984 1983 
Funds provided: 
Operations $ 85.8 $100.3 
Shares issued 99.0 — 
Minority interests 221.2 LY AA 
Reduction in corporate investments 10.4 100.6 
Reduction in debentures and loans receivable 20.0 14.6 
Other 24.9 (39.8) 
Decrease in cash and other investments iilee O72 
$532.5 $554.0 
Funds used: 
Corporate investments — 
Natural resources $187.4 Oe One: 
Consumer products 27.9 ie 
Financial services and other 7.9 45 
Expenditures on property and equipment 145.1 68.2 
Reduction in term debt 20.0 ESTES) 
Dividends - 
Corporate 79.4 68.6 
Minority interests 64.8 54.0 
$532.5 $554.0 
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Consolidated Statement of Retained Earnings 


Years ended December 31 


millions 1984 1983 
Balance, beginning of year $738.8 $710.8 
Net income for year 105.2 96.6 
844.0 807.4 

Dividends declared: 
Preferred 33.3 27.8 
Ordinary 46.1 40.8 
- 79.4 68.6 
Share issue expenses 1.0 = 
80.4 68.6 
Balance, end of year $763.6 $738.8 


Auditors’ Report 
To the Shareholders of Brascan Limited: 


We have examined the consolidated balance sheet of 
Brascan Limited as at December 31, 1984 and the 
consolidated statements of income, retained earnings 
and changes in financial position for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly 
included such tests and other procedures as we 
considered necessary in the circumstances. 


In our Opinion, these consolidated financial statements 
present fairly the financial position of the company as at 
December 31, 1984 and the results of its operations and 
changes in its financial position for the year then ended 
in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 


Touche Ross & Co. 


Chartered Accountants 


Toronto, Canada 
March 5, 1985 


Notes to Consolidated Financial Statements 


|. Summary of Accounting Policies 


These financial statements have been prepared in accord- 
ance with accounting principles generally accepted in 
Canada. 


Accounting for Investments 


Consolidated Subsidiaries 


The consolidated financial statements include the 
accounts of the Company and all companies over which it 
has voting control, other than those operating in Brazil. The 
principal operating subsidiaries consolidated include the 
70% interest in Brascade Resources Inc. and Brascade’s 
63% fully diluted interest in Westmin Resources Limited. 


The costs of acquiring each subsidiary are allocated to its 
identifiable net assets on the basis of the estimated fair 
values at the date of purchase. 


Corporate Investments 


Investments outside Brazil in which significant influence 
exists are carried on the equity method. Equity in the 
income of these investments is based on income as 
reported by the investee adjusted for the amortization of 
the difference between acquisition costs and the under- 
lying net book value of investees’ assets at the date of 
acquisition. 


Brascan Brazil is carried at cost and represents the invest- 
ment in those companies whose capital is registered 
under Brazilian foreign investment legislation. The invest- 
ment in the company whose capital is not registered |s not 
reflected in the financial statements. Income is recognized 
only when received. 


The accounting policies of investees are in all material 
respects in accordance with those of Brascan Limited 
except for inventories and, in the case of Trilon Financial 
Corporation's life insurance operations, the accounting 
policies are as prescribed or permitted by the Department 
of Insurance of Canada. 


Other Investments 


Other investments consist mainly of common and prefer- 
red shares and are carried at cost which approximates 
market value. 


Foreign Currency Translation 


The Company's policy is to maintain overall balanced foreign 
Currency positions with foreign currency amounts being 
translated into Canadian dollars as follows: 


Monetary assets and liabilities and the carrying value (on 
the equity method) of the investment in Scott Paper Com- 
pany at period-end rates of exchange; 


Other assets and liabilities at historic rates of exchange; 


Revenues and expenses at average rates of exchange for 
the period. 


These procedures give rise to exchange translation gains 
and losses, the net amounts of which are included in income. 


Petroleum Properties and Equipment 


The full cost method of accounting is used whereby all costs 
associated with exploration for and development of oil and 
gas are capitalized by cost centre until commencement of 
production and then amortized on the revenue depletion 
method over estimated proven reserves. The cost of 
petroleum plant and equipment is depreciated based on 
production. 


Mining and Mineral Exploration 


Mineral exploration costs pertaining to individual mineral 
prospects are charged to income as incurred until an eco- 
nomic orebody is defined. The costs of mine plant and equip- 
ment, together with mineral exploration costs capitalized, are 
amortized based on the unit of production method over the 
estimated life of the ore reserves. 
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Notes to Consolidated Financial Statements continued 


Loans and Accounts Receivable 


Loans and accounts receivable include $13.1 million (1983 — 
$12.0 million) due from officers and directors under the Com- 
pany’s share purchase plans. 


Corporate Investments 


millions 1984 1983 
Natural resources — 
Noranda Inc. $1,672.8 $1,542 
_Lacana Mining Corporation 34.2 35.0 
: 1,707.0 iP eou 
Consumer products — 
John Labatt Limited 247.8 232.4 
_ Scott Paper Company 514.9 421.9 
; 762.7 654.3 
Financial services — 
_Tilon Financial Corporation 170.2 157.0 
Other operations — 
Great Lakes Group Inc. 97.8 44.0 
__Brascan Brazil 62.5 54.6 
7 = 160.3 98.6 
$2,800.2 $2,487.0 


in May 1984, Brascade Resources Inc. purchased 
7,572,889 common shares of Noranda Inc. at a cost of 
$174.6 million raising its interest to 46%. 


in July 1984, Great Lakes Group Inc. issued 6,799,400 com- 
mon shares for $113.3 million reducing the Company's com- 
mon share interest to 64% (49% voting) and the resulting 
gain on dilution is included in investment income. 


In November 1984, the Company purchased 650,000 com- 
mon shares of Scott Paper Company at a cost of US$20.3 
million raising its interest to 25%, 


Included in the carrying values of corporate investments on 
the equity method is $319.1 million (1983 — $316.2 million) 
representing the remaining unamortized excess of acquisl- 
tion costs over underlying net book value of the investees’ 
assets. This amount relates principally to property, plant and 
equipment of investees and Is being amortized over the esti- 
mated useful lives of the assets. 


. Property and Equipment 


millions 1984 1983 
Accumulated 
depreciation 
and 
Cost depletion Net Net 
Petroleum $398.5 $63.7 $334.8 $3019 
Mining 189.5 15.2 174.3 79.5 
Coal properties 
and other 10.4 She fea 7.4 
$598.4 $82.2 $516.2 $388.8 
. Term Debt 
millions 1984 1983 
Term bank loans due 
1985 to 1992 $631.2 $610.9 
Promissory notes 61.8 61.8 
Other obligations due annually 
1985 to 1988 49.0 59.9 
$742.0 $732.6 


At December 31, 1984 the weighted average interest rate on 
term debt was 9.8%. 


Maturities during the next five years are as follows: 


millions 
1985 ey cou ee 
1986 174.9 
1987 84.1 
1988 162-0 
1989 204.6 


6. Shareholders’ Equity 


Share capital — 
Authorized: 
509 6% cumulative voting preference shares 
convertible into ordinary shares 
(1983 — 548) 
Unlimited 1976 voting preferred shares 
issuable in series 
Unlimited 1981 preferred shares 
issuable in series 
Unlimited Class A ordinary shares 
Unlimited Class B ordinary shares 
5,000,000 Class C ordinary shares 
Unlimited Class D ordinary shares 


millions 1984 1983 


Issued and outstanding: 
509 6% preference shares 
(1983 — 548) Siege None at 
1,346,800 1976 812% tax 
deferred preferred 
shares Series A 
(1983 — 1,354,800) 33.6 Sons 
3,970,900 1981 $2:6875 cumul 
ative redeemable 
preferred shares 
Series A 99.3 99.3 
12,000,000 1981 floating rate 
cumulative redeemable 
preferred shares 
Series B, C and D 
(1983 — 8,000,000) 300.0 200.0 
27,410,071 Ordinary shares 
(1983 — 26,540,143) 198.4 188.0 


631.4 Sot 
Retained earnings 763.6 (isiene 


$1,395.0 $1,260.0 


ae 


(a) 


1976 Preferred shares 


The Series A and Series B 1976 preferred shares rank 
equally and are entitled to preference over the 1981 
preferred shares and the ordinary shares on the declara- 
tion of dividends and on distribution or winding up. 


The first series of preferred shares consists of 1,346,800 
81/2% cumulative redeemable Series A preferred 
shares, issued and outstanding, designated as “81/2% 
tax deferred preferred shares Series A’. The second 
series consists of 1,400,000 10% cumulative redeem- 
able preferred shares Series B, none of which have 
been issued. Each Series A share is convertible after 
April 15, 1988, into one Series B preferred share. Divi- 
dends on the Series A shares will continue to be treated 
as tax-deferred income in the hands of Canadian share- 
holders until 1988. 


The preferred shares are subject to a maximum non- 
cumulative quarterly purchase obligation totalling 4,667 
shares per month at prices up to $25.00. The Company 
may redeem the 812% Series A preferred shares at a 
premium of $0.75 per share reducing by $0.25 annually 
to 1987 and at $25.00 thereafter. 


1981 Preferred Shares 


During the year, the Company issued 4,000,000 1981 
Series D preferred shares for cash of $100.0 million. 


The Series A, B, C and D 1981 preferred shares rank 
equally and are entitled to preference over the ordinary 
shares on the declaration of dividends and on distribu- 
tion or winding up and rank junior to the 1976 preferred 
shares. 


The 1981 Series A preferred shares are retractable at the 
option of the holder at par on May 15, 1986 and are 
redeemable by the Company on or after that date at a 
premium of $1.25 reducing by $0.25 annually to 1991 
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Notes to Consolidated Financial Statements continued 


and at $25.00 thereafter These shares are subject to a 
maximum quarterly purchase obligation at prices up to 
$25.00 per share, cumulative annually and totalling 
20,000 shares, to June 30, 1986 and thereafter to a 
quarterly maximum of 1%, 4% cumulative annually, of 
the number outstanding at May 15, 1986. 


The 1981 Series B and Series C preferred shares are 
retractable at a rate of 5% per annum commencing 
June 30, 1986 and, as to the remaining balance, on 
June 30, 1991. 


The Series A, B and C shares are entitled to dividends at 
a floating rate equal to one half of the average prime 
commercial lending rate plus 11/2% and the Series D 
shares are entitled to dividends at a floating rate equal to 
70% of the prime commercial lending rate. 


Ordinary shares 


Number of Shares 1984 1983 
Class A 27,272,599 27,169,757 
Class B 120,446 140,524 
Class C 1,484,880 1,523,384 
Class D — — 
Issued and 

outstanding 28,877,925 28,833,665 
Less Class A convertible 

shares held by an 

associated company 

(cost — $16.2 million: 
; 1983 ~ $25.2 million) 1,467,854 2,293,522 

27,410,071 26,540,143 


The Class A, B, C and D ordinary shares rank equally in 
all respects except for the following: 


Class A and Class B shares are fully interconvertible at 
the option of the holder. 


Dividends on Class B shares may be paid by way of 
stock dividend. 


Class C shares are non-voting unless the Company 
has failed to pay any dividend on the shares for two 
consecutive years and are convertible into Class A 
shares at the option of the holder. 


Class D shares are non-voting. 


Changes in the number of Class A, B, C and D shares 
outstanding from year to year reflect shares issued upon the 
conversion of preference shares and conversions by the 
holders among the classes and shares issued under the 
Company's share purchase plans. In 1984 44,000 Class A 
shares were issued under such plans at an average price of 
302-03. 


. Income and Resource Taxes 


millions 1984 1983 
Income taxes — 

Deferred $15.5 $28.4 

Other (2.7) (4.2) 

12.8 24.2 

Resource taxes 7.1 7.0 

$19.9 $31.2 


The difference between the approximate statutory rate of 
51% and the effective rate of 7% is attributable to non-taxable 
investment income reduced by losses for tax purposes the 
benefit of which has not been recorded. 


Non-capital losses in excess of $200.0 million are available to 
reduce such taxable income as may arise in the future. 


3. Commitments and Contingencies 


Westmin Resources Limited is proceeding with development 
ofthe H-W mine, Myra Falls, British Columbia at an estimated 
cost of $230.0 million for which financing has been arranged. 
As at December 31, 1984, $162.3 million had been 
expended. 


Based on the latest actuarial valuations of the various retire- 
ment plans covering most employees in Canada, there are 
no major unfunded obligations for past service costs. 


J. Statutory Information 


(a) Segmented information for consolidated natural 
resource operations: 


millions 1984 1983 
Westmin Resources Limited: 
Gross operating revenue — 
Petroleum $ 97.7 $ 83.4 
Mining 23.0 34.0 
Other 12.7 alas 
$133.4 peony 
Identifiable assets $746.6 $625.2 
Capital expenditures $145.0 §$ 68.1 
Income for the year: 
Westmin Resources Limited $ 50.7 S582 
Noranda Inc. (13.0) (16.2) 
Total S231. S 42.0 


(b) Income before unallocated expenses has been deter- 
mined after the following: 


millions 1984 1983 
Equity in income of 

corporate investments $ 84.9 $ 619 
Dividend income 25.4 26.0 
Gains on dilution and 

disposal of investments 11-5 1023 


Foreign exchange losses 1.6 1.4 
Depreciation, depletion 


and amortization 16.6 qh 
millions 1984 1983 

(c) Interest on debt with a 
term of less than one year Saiay, $ 44 


10. Related Party Transactions 


qs 


The Company and certain of its affiliates arrange, without 
cost, investment transactions on behalf of other affiliates. In 
addition, financing transactions with affiliates are carried out 
at normal market terms. Such transactions were not signifi- 
cant in relation to the aggregate of similar transactions with 
unrelated parties. Minority interest and other investments 
include $215.8 million and $42.8 million respectively, which 
relate to associated companies. 


Comparative Figures 


Certain of the prior years’ accounts have been reclassified to 
conform with the 1984 presentation. 
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